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Statutory Language Request
December 19, 2006

TITLE: CHILD AND DEPENDENT CARE TAX CREDIT

RECOMMENDATION FOR ACTION:

Allow an adjustment to Wisconsin adjusted gross income for the federally allowable child and
dependent care expenses, up to $3,000 for one child and $6,000 for more than one child.
EFFECTIVE DATE OR INITIAL APPLICABILITY:

July 1, 2007

PERSON TO CONTACT:

Darren Easton

6-7597
Darren.easton@wisconsin.gov




- 'RE: Budget request BB0254 Page 1 of 2

Shovers, Marc

From: Easton, Darren - DOA

Sent: Thursday, January 04, 2007 9:40 AM
To: Shovers, Marc

Subject: RE: Budget request BB0254

Attachments: f2441.pdf;, Wi Form 1 2005.pdf
<<f2441.pdf>> <<WI Form 1 2005.pdf>>
Hello Marc,

Sorry for the confusion. We want the amount people can claim on the federal 2441 form (attached) from line 3 to be included as
new “other subtraction” on line 11 on our form (attached).

1 am going to give you a call to discuss this.
Thanks,

Darren

From: Shovers, Marc [mailto:Marc.Shovers@legis.wisconsin.gov]
Sent: Saturday, December 30, 2006 3:38 PM

To: Easton, Darren - DOA

Subject: Budget request BB0254

Hi Darren:

I'm not sure what you want with this request, or what it's supposed to be linked to. One of the instruction
pages call in a tax deduction, and one page calls it a tax credit. Because you say that you want to "allow an
adjustment to WI AGI", I'm pretty sure you want a deduction, but I'm not sure what you want it linked to.

The instructions state that want an adjustment for "federally allowable child and dependent care expenses,
up to $3,000 for one child and $6,000 for more than one child." I don't know what this means. Are you
referring to the nonrefundable federal tax credit for expenses for household and dependent care services
necessary for gainful employment, under section 21 of the Internal Revenue Code? Is there some sort of
federal deduction that you're referring to? If you are referring to the credit, do you mean that if someone is
eligible for and claims that credit, they can also claim a subtract modification of $3,000 for one chiid and
$6,000 for more than one child under s. 71.05 {6) (b)? Thanks.

Marc
Marc E. Shovers
Senior Legislative Attorney

Legislative Reference Bureau

01/04/2007



- RE: Budget request BB0254 Page 2 of 2

Phone: (608) 266-0129
Fax:  (608) 264-8522

e-mail: marc.shovers@legis.state.wi.us

01/04/2007



- 2441

Department of the Treasury
internal Revenue Service  {99)

Child and Dependent Care Expenses

» Attach to Form 1040 or Form 1040NR.

» See separate instructions.

OMB No. 1545-0074

2006

Attachment
Sequence No. 21

Name(s) shown on return

Your social security number

1 +
t T
3 i

Before you begin: You need to understand the following terms. See Definitions on page 1 of the instructions.

¢ Dependent Care Benefits e Qualifying Person(s) o Qualified Expenses

Persons or Organizations Who Provided the Care—You must complete this part.
(If you need more space, use the bottom of page 2.)

(b) Address
{(number, street, apt. no., city, state, and ZIP code)

(d) Amount paid
(see instructions)

{c) Identifying number

{a) Care provider's
(SSN or EIN)

name

No » Complete only Part Il below.

Did you receive
dependent care benefits?

A 4

Yes Complete Part il on the back next.

Caution. If the care was provided in your home, you may owe employment taxes. See the instructions for Form 1040, line 82, or Form
1040NR, line 57.

-l Credit for Child and Dependent Care Expenses

2 Information about your qualifying person(s). If you have more than two qualifying persons, see the instructions.
{c) Qualified expenses you
incurred and paid in 2006 for the

person listed in column'(a)

{a) Qualifying person’s name (b} Qualifying person’s social

security number

First Last

3 Add the amounts in column (c) of line 2. Do not.enter more than $3,000 for one qualifying
person or $6,000 for two or more persons. If you completed Part 1ll, enter the amount from
line 33 .

4  Enter your earned income. See mstructlons .

5 If married filing jointly, enter your spouse’s earned income (n‘ your spouse was a student
or was disabled, see the instructions); all others, enter the amount from line 4

6 Enter the smallest of line 3, 4, or 5 .

7 Enter the amount from Form 1040, line 38, or Form
1040NR, line 36 . L7 | l

8 Enter on line 8 the decimal amount shown below that applies to the amount on line 7

If line 7 is: i line 7 is:
But not Decimal But not Decimal

Over over amount is Over over amount is

$0—15,000 .35 $29,000-31,000 27
15,000——17,000 34 31,000—33,000 26
17,000—19,000 .33 33,000—35,000 25 X
19,000—21,000 .32 35,000—37,000 24
21,000—23,000 31 37,000~-39,000 23
23,000—25,000 .30 39,000—41,600 22
25,00027,000 .29 41,000—43,000 21
27.000--29,000 .28 43,000—No limit 20

9 Muiltiply line 6 by the decimal amount on line 8. If you paid 2005 expenses in 2006, see
the instructions 9

10 Enter the amount from Form 1040 hne 46 minus any amount on Form 1040 Ime 47 or
Form 1040NR, line 43, minus any amount on Form 1040NR, line 44 ; 10

11 Credit for child and dependent care expenses. Enter the smaller of line 9 or line m
here and on Form 1040, fine 48, or Form 1040NR, line 45 11

For Paperwork Reduction Act Notice, see page 4 of the instructions.

Cat. No. 11862M

Forrn 2441 (o6



Form 2441 .(2006) Page 2

w Dependent Care Benefits

12 Enter the total amount of dependent care benefits you received in 2006. Amounts you
received as an employee should be shown in box 10 of your Form(s) W-2. Do not include
amounts reported as wages in box 1 of Form(s) W-2. If you were self-employed or a partner,
include amounts you received under a dependent care assistance program from your sole |
proprietorship or partnership . .

13 Enter the amount, if any, you carried over from 2005 and used in 2006 dunng the grace
period. See instructions

14 Enter the amount, if any, you fon‘elted or camed forward to 2007 See mstructions

15 Combine lines 12 through 14. See instructions

16 Enter the total amount of qualified expenses incurred

in 2006 for the care of the qualifying person{s) . . |16
17 Enter the smaller of line 150r16 . . . . . . . 17
18 Enter your earned income. See instructions . . 18
19 Enter the amount shown below that apphes

to you.

o If married filing jointly, enter your
spouse’s earned income (if your spouse
was a student or was disabled, see the
instructions for line 5).

e If ‘married filing. separately, see the
instructions for the amount to enter.

e Allothers, enter the amount from line 18.

20 Enter the smallest of line 17, 18, or 19

21 Enter the amount from line 12 that you received from your sole propnetorshap or partnership.
If you- did-not receive any such amounts, enter -0- e e

22 Subtractline 21 fromlineis . . . . . . . . ., ] 22 I !

23 Enter $5,000 ($2,500 if married filing separately and you were required to enter your
spouse’s-earned income on line 19) P . N Ce e e

24 Deductible benefits. Enter the smallest of line 20, 21, or 23. Also, include this amount
on the appropriate line(s) of your return. See instructions

25 - Enter the smaller of line200r23 ., . L in 0, 25
26 Enter the amount from line24 . .., 26
27 Excluded benefits. Subtract line 26 from lme 25 lf zero or less, enter -0- . . 27

28 Taxable benefits. Subtract line 27 from line 22, If zero or less, enter -0-. Also, mc!ude thﬁS
amount on Form 1040, line 7, or Form 1040NR, line 8. On the dotted line next to Form
1040, line 7, or Form 1040NR, line 8, enter *DCB”, . . . . . . . . . . . . .l28

To claim the child and dependent care
credit, complete lines 29-33 below.

29 Enter $3,000 ($6,000 if two or more qualifying persons) . . . . . . . . . . . .29
30 Addlines24and27 . . . . . . . . . . . . . . . . . .. . ...L%
31 Subtract line 30 from line 29. If zero or less, stop. You cannot take the credit.
Exception. If you paid 2005 expenses in 2006, see the instructions for line9 . . . . 81
32 Compilete line 2 on the front of this form. Do not include in column (c) any benefits shown
on line 30 above. Then, add the amounts in column (¢} and enter the total here. . . .| 32
33 Enter the smaller of line 31 or 32. Also, enter this amount on line 3 on the front of this
form and compietefines 4-11 . . . . . . . . . . . . . ., . ., . . . .|833

Form 2441 (o008



State of Wisconsin /
2007 - 2008 LEGISLATURE LRB-1301/2

DOA.......Easton, BB0254 - Individual income tax deduction for those who

claim the federal household and dependent care tax credit

For 2007-09 BubpGeT -- NoT READY FOR INTRODUCTION

AN AcT ...; relating to: creating an individual income tax deduction for expenses

related to child and dependent care.

Analysis by the Legislative Reference Bureau
j jg TAXATION
IN

COME TAXATION

Under current federal law there is an individual income tax credit for a portion
of qualifying child or dependent care expenses that are paid for the purpose of
enabling a taxpayer to be gainfully employed. An eligible claimant must maintain
a household for a “qualifying individual,” which is defined as a dependent under the
age of 13, a disabled spouse, or another disabled individual who is a dependent of the
taxpayer. The calculation of the amount that may be claimed under the federal credit
is based on the amount of allowable employment-related expenses incurred by the
claimant. The maximum allowable amount of employment-related expenses under
federal law is $3,000 if the claimant has one qualifying individual and $6,000 if the
claimant has more than one qualifying individual.

In calculating Wisconsin adjusted gross income (AGI), this bill authorizes an
individual who claims the federal credit to subtract from federal AGI the allowable
amount of employment-related expenses claimed by the individual in calculating his
or her federal tax credit.



12007 - 2008 Legislature ~9- LRB-1301/7

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed

as an appendix to the bill.
For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.05 (6) (b) 39. of the statutes is created to read:

71.05 (6) (b) 39. An amount equal to the allowable amount of
employment-related expenses claimed by the claimant under section 21 of the
Internal Revenue Code in the taxable year to which that claim relates.

SEcTION 9341. Initial applicability; revenue.

(1) EXPENSES RELATED TO CHILD, DEPENDE;T CARE. The treatment of section 71.05
(6) (b) 39. of the statutes first applies to taxable years beginning on January 1 of the
year in which this subsection takes effect, except that if this subsection takes effect
after July 31 the treatment of section 71.05 (6) (b) 39. of the statutes ﬁrét applies to
taxable years beginning on January 1 of the year following the year in which this
subsection takes effect.

(END)



- LRB Draft: 07-1301/1 Individual income tax deduction for those who claim the federal household and d... Page 1 of 1

Shovers, Marc

From: Easton, Darren - DOA

Sent: Monday, January 08, 2007 10:59 AM

To: Shovers, Marc 4

Cc: Brennan, Audra D - DOR; Timmons, Anthony A - DOR; Gates-Hendrix, Sherrie L - DOR

Subject: FW: LRB Draft: 07-1301/1 Individual income tax deduction for those who claim the federal household and

dependent care tax credit
Attachments: 07-1301/1

Hello Marc,

We want to phase-in the amount of this credit over four years to the $3000/$6000 level.

In-TY08 the amount allowed for deduction should be up to $750 for one child and $1500 for more than one child.
In TYO9 it increases to $1500/$3000.

In TY10 it increases to $2250/$4500.

And, in TY11 and thereafter it is $3000/$6000.

Also, can you make the statute apply in tax year 2008.

Thanks,

Darren
B6-7597

From: Greenslet, Patty [mailto:Patty.Greenslet@legis.wisconsin.gov]

Sent: Friday, January 05, 2007 8:48 AM

To: Easton, Darren - DOA

Cc: Koskinen, John - DOA; Hanaman, Cathlene - LEGIS; Palchik, Laurie A - DOA

Subject: LRB Draft: 07-1301/1 Individual income tax deduction for those who claim the federal household and dependent care
tax credit

Following is the PDF version of draft 07-1301/1.

01/08/2007



State of Wisconsin ™

2007 - 2008 LEGISLATURE LRB..lsomﬁ%
MES:

DOA.......Easton, BB0254 - Individual income tax deduction for those who
claim the federal household and dependent care tax credit

FoRr 2007-09 BUDGET -- NoT READY FOR INTRODUCTION

AN AcT ...;relating to: creating an individual income tax deduction for expenses

related to child and dependent care.

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Under current federal law there is an individual income tax credit for a portion
of qualifying child or dependent care expenses that are paid for the purpose of
enabling a taxpayer to be gainfully employed. An eligible claimant must maintain
a household for a “qualifying individual,” which is defined as a dependent under the
age of 13, a disabled spouse, or another disabled individual who is a dependent of the
taxpayer. The calculation of the amount that may be claimed under the federal credit
is based on the amount of allowable employment-related expenses incurred by the
claimant. The maximum allowable amount of employment-related expenses under
federal law is $3,000 if the claimant has one qualifying individual and $6,000 if the £
claimant has more than one qualifying individual. o Coptain fUT L0
In calculating Wisconsin adjusted gross income (AGI), this bill uthﬂrlzes an
individual who claims the federal credit to subtract from federal AGI/the allowable
amount of employment- related expenses claimgd by the individual in calculating his
or her federal tax credit. g‘xiy;ﬁ 3 AnNCYE




ok

[y
<

N e s R = T ) SN /. T )

2007 - 2008 Legislature ~-2- LRB-1301/1

MES:wlj:pg

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.05 (6) (b) 39. of the statutes is created to read: h fiowing
pne b Taetel owing
71.056 (6) (b) 39. An amount equal to / the allowable amoun;;;ii of
M
employment-related expenses claimed by the clalmant under section 21 of the

Internal Revenue Code in the taxable year to Wthh that claim relates,» é
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taxable year 2009, the amounts that may be subtracted are up to $1,500 and up to
$3,000; for taxab%e year 2010, the amounts that may be subtracted are up to $2,250

and up to $4,500%and for taxable years 2011 and thereaftef, up to $3,000
and $6,000. mounts Hat may be Su
INS 2-4 the 0 Hat oy

a. For taxable years beginning after December 31, 2007, and before January
1, 2009, up to $7 52{ if the claimant has one qualified individual and up to $1,5g() if
the claimant has more than one qualified individual.

b. For taxable years beginning after December 31, 2005, and before January
1, 201({ up to $1,50(3f if the claimant has one qualified individual and up to $3:600
if the claimant has more than one qualified individual.

c. For taxable years beginning after December 31, 2009, and before January
1, 2{)11, up to $2,2§;0 if the claimant has one qualified individual and up to $4,507)
if the claimant has more than one qualified individual.

d. For taxable years beginning after December 31, 2010, up to $3,000 if the
claimant has one qualified individual and up to $6,000 if the claimant has more than

one qualified individual.

Thot muy be subtincbe 55;§5§§§§%’£ o ovestous Yeae gy

%/§ For taxable year 2008, a claimant may subtract from federal AGI up to $750 for
% one qualified individual(,fa’nd up to $1,500 for more than one qualified individual. For

g ted
are



LRB Draft: 07-1301/2 Individual income tax deduction for those who claim the federal household and d... Page 1 of 1

Shovers, Marc

From: Easton, Darren - DOA

Sent: Wednesday, January 24, 2007 2:45 PM

To: Shovers, Marc

Subject: FW: LRB Draft: 07-1301/2 Individual income tax deduction for those who claim the federal household and

dependent care tax credit
Attachments: 07-1301/2; LRB 1301-2 2007leg-child care expenses.doc
Marc,
Here are DOR’s comments on 1301,

Darren
B6-7597

From: Frantzen, Jean [mailto:Jean.Frantzen@legis.wisconsin.gov]

Sent: Thursday, January 11, 2007 8:41 AM

To: Easton, Darren - DOA

Cc: Koskinen, John - DOA; Hanaman, Cathlene - LEGIS; Palchik, Laurie A - DOA

Subject: LRB Draft: 07-1301/2 Individual income tax deduction for those who claim the federal household and dependent care
tax credit

Following is the PDF version of draft 07-1301/2.

01/24/2007




Department of Revenue LRB Comments
LRB 130172

1. Bill and/or LRB Number: LRB-1301/2 —Subtraction for child and dependent care expenses

2. Type of Taxes Affected: (please list all that apply)
Individual income
3. Description of the Bill: (briefly describe the subject matter of the bill and the change/s)

This bill allows a subtraction for all or a portion of the amount of the federal credit for child and
dependent care expenses. The subtraction is equal to up to $750 if the claimant has one qualified
individual ($1,500 if more than one) for 2008; $1,500 if the claimant has one qualified individual ($3,000
if more than one) for 2009; $2,250 if the claimant has one qualified individual (84,500 if more than one)
for 2010; and $3,000 if the claimant has one qualified individual ($6,000 if more than one) for2011 and
thereafter.

4. Statutory language problems, if any: X Yes No

(If yes, describe problems and indicate suggested corrective language. Example of problem: The bill language is
unclear, does not fully accomplish the desired result, or has undesirable side effects.)

e The Wisconsin filing status should be limited as provided in sec. 21(e)(2) and (4), IRC. If this is
not done, you have the problem where a married person files as head of household on the federal
return and qualifies for a larger credit based on income than if a joint return was filed. At the
same time, the person could file a joint return for Wisconsin and would then be claiming the
larger subtraction for child care expenses based on the federal head of household filing status.

o The subtraction should be prorated on the basis of earned income taxable to Wisconsin to total
earned income.

5. Effective date problems, if any, including transitional problems: Yes __x No
(If yes, describe problem and suggested effective date or transitional language needed.)
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DOA.......Easton, BB0254 - Individual income tax deduction for those who
claim the federal household and dependent care tax credit

FOR 2007-09 BUDGET -- NoT READY FOR INTRODUCTION

/’/Ejﬁé\’if’m%
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AN ACT to create 71.05 (6) (b) 39. of the statutes; relating to: creating an
individual income tax deduction for expenses related to child and dependent

care.

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Under current federal law there is an individual income tax credit for a portion
of qualifying child or dependent care expenses that are paid for the purpose of
enabling a taxpayer to be gainfully employed. An eligible claimant must maintain
a household for a “qualifying individual,” which is defined as a dependent under the
age of 13, a disabled spouse, or another disabled individual who is a dependent of the
taxpayer. The calculation of the amount that may be claimed under the federal credit
is based on the amount of allowable employment-related expenses incurred by the
claimant. The maximum allowable amount of employment-related expenses under
federal law is $3,000 if the claimant has one qualifying individual and $6,000 if the
claimant has more than one qualifying individual.

In calculating Wisconsin adjusted gross income (AGI), this bill authorizes an
individual who claims the federal credit to subtract from federal AGI a certain
portion of the allowable amount of employment-related expenses claimed by the
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individual in calculating his or her federal tax credit. The amount that may be
subtracted is phased in over four years. For taxable year 2008, a claimant may
subtract from federal AGI up to $750 for one qualified individual and up to $1,500
for more than one qualified individual. For taxable year 2009, the amounts that may
be subtracted are up to $1,500 and up to $3,000; for taxable year 2010, the amounts f
that may be subtracted are up to $2,250 and up to $4,500; and for taxable years 2011 g
and thereafter, the amouglts that may be subtracted are up to $ gOOO and up to
Liae sultometion | sthen Frevat® Q@é*ﬁ»; g Lhe ?‘%522552% £

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 71.05 (6) (b) 39. of the statutes is created to read: i‘as f"}:“g" eed /o
3%%,}@&2% to subdy 3 %Ba0pamd % 3¢ 1%%5”

71.05 (6) (b) 39. gA{y‘@rﬁ WWOHB of the following alléwable amount%f

employment-related expenses claimed by the claimant under section 21 of the
Internal Revenue Code in the taxable year to which that claim relates: i

a. For taxable years beginning after December 31, 2007, and béfore January
1, 2009, up to $750 if the claimant has one qualified individual and up to $1,500 if
the claimant has more than one qualified individual.

b. For taxable years beginning after December 31, 2008, and before January
1, 2010, up to $1,500 if the claimant has one qualified individual and up to $3,000
if the claimant has more than one qualified individual.

c. For taxable years beginning after December 31, 2009, and before January

1, 2011, up to $2,250 if the claimant has one qualified individual and up to $4,500

if the claimant has more than one qualified individual.
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SECTION 1
1 d. For taxable years beginning after December 31, 2010, up to $3,000 if the

claimant has one qualified individual and up to $6,000 if the claimant has more than

one qualified individual.

(END)
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e. A claimant who claims the subtraction under this subdivision is subject to
the special rules in 26 USC 21 (e) (2) and (4).

f. A claimant who claims the subtraction under this subdivision shall multiply
the amount calculated under subd. 39. a., b., c., or d. by a fraction the numerator of

which is the individual’s wages, salary, tips, unearned income, and net earnings from
2

atrade or business that are taxable by this state and the denominator of which is the
individual’s total wages, salary, tips, unearned income, and net earnings from a trade
or business. In this subd. 39.f., for married persons filing separately “wages, salary,
tips, unearned income, and net earnings from a trade or business” means the
separate wages, salary, tips, unearned income, and net earnings from a trade or
business of each spouse, and for married persons filing jointly “wages, salary, tips,
unearned income, and net earnings from a trade or business” means the total wages,
salary, tips, unearned income, and net earnings from a trade or business of both
spouses.

INSERT D-NOTE

Darren Easton:

J
Typically, the ratio created in s. 71.05 (6) (b) 39. f. applies only to part-year
residents and nonresidents, but the instructions from DOR did not specify this
limitation. See, for example, ss. 71.05 (6) (b) 32. bf 33. b., 35. c{ 36. cj 37.c., and 38.

c. Does this subdivision paragraph meet your intent?

ME S
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January 25, 2007

Darren Easton:

Typically, the ratio created in s. 71.05 (6) (b) 39. f. applies only to part-year residents
and nonresidents, but the instructions from DOR did not specify this limitation. See,
for example, ss. 71.05 (6) (b) 32. b, 33. b., 35. ¢., 36. c., 37. c., and 38. ¢. Does this
subdivision paragraph meet your intent?

Marc E. Shovers

Senior Legislative Attorney

Phone: (608) 266-0129

E-mail: marc.shovers@legis.wisconsin.gov

%
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Sent: Friday, January 26, 2007 9:38 PM

To: Shovers, Marc

Subject: FW: LRB 13013 leg-child care expenses.doc
Attachments: LRB 13013 leg-child care expenses.doc

.RB 13013 leg-child

care expen...
arc,

DOR feels the proration under s. 71.05(6) {b)39.f. should apply only to nonresidents and
part-year residents.

Darren
6-7597

————— Original Message----—-

From: Timmons, Anthony [mailto:anthony.timmons@dor.state.wi.us]
Sent: Friday, January 26, 2007 6:14 PM

To: Easton, Darren - DOA

Cc: Brennan, Audra D - DOR; Gates-Hendrix, Sherrie L - DOR
Subject: LRB 13013 leg-child care expenses.doc
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1. Bill and/or LRB Number: LRB-1301/3 —Subtraction for child and dependent care expenses
2. Type of Taxes Affected: (please list all that apply)

Individual income
3. Description of the Bill: (briefly describe the subject matter of the bill and the change/s)

This bill allows a subtraction for all or a portion of the amount of the federal credit for child and
dependent care expenses. The subtraction is equal to up to $750 if the claimant has one qualified
individual ($1,500 if more than one) for 2008; $1,500 if the claimant has one qualified individual ($3,000
if more than one) for 2009; $2,250 if the claimant has one qualified individual ($4,500 if more than one)
for 2010; and $3,000 if the claimant has one qualified individual ($6,000 if more than one) for2011 and
thereafter.

4. Statutory language problems, if any: % Yes No

(If yes, describe problems and indicate suggested corrective language. Example of problem: The bill language is
unclear, does not fully accomplish the desired result, or has undesirable side effects.)

The proration required under s. 71.05(6)(b)39.1. should apply only to nonresidents and part-year
residents.

Effective date problems, if any, including transitional problems: Yes __x No
(If yes, describe problem and suggested effective date or transitional language needed.)

DIVISION ANALYSIS OF LEGISLATION-Form2.doc
updated 8/20/01



State of Wisconsin

/7
2007 - 2008 LEGISLATURE LRB—lSOl/ES?
MES:wli;

DOA.......Easton, BB0254 - Individual income tax deduction for those who

claim the federal household and dependent care tax credit
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AN Act ...; relating to: creating an individual income tax deduction for expenses

related to child and dependent care.

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Under current federal law there is an individual income tax credit for a portion
of qualifying child or dependent care expenses that are paid for the purpose of
enabling a taxpayer to be gainfully employed. An eligible claimant must maintain
a household for a “qualifying individual,” which is defined as a dependent under the
age of 13, a disabled spouse, or another disabled individual who is a dependent of the
taxpayer. The calculation of the amount that may be claimed under the federal credit
is based on the amount of allowable employment-related expenses incurred by the
claimant. The maximum allowable amount of employment-related expenses under
federal law is $3,000 if the claimant has one qualifying individual and $6,000 if the
claimant has more than one qualifying individual.

In calculating Wisconsin adjusted gross income (AGI), this bill authorizes an
individual who claims the federal credit to subtract from federal AGI a certain
portion of the allowable amount of employment-related expenses claimed by the
individual in calculating his or her federal tax credit. The amount that may be
subtracted is phased in over four years. For taxable year 2008, a claimant may
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subtract ffom federal AGI up to $750 for one qualified individual and up to $1,500
for more than one qualified individual. For taxable year 2009, the amounts that may
cted are up to $1,500 and up to $3,000; for taxable year 2010, the amounts
that may be subtracted are up to $2,250 and up to $4,500; and for taxable years 2011
and thereafter, the amounts that may be subtracted are up to $3,000 and up to
$6,000. /The amount of the subtraction is then prorated based on the ratio of the
claimant’s Wisconsin earned income to total earned income.

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SEcTION 1. 71.05 (6) (b) 39. of the statutes is created to read:

71.05 (6) (b) 39. Subject to subd. 39. e. and f., one of the following allowable
amounts, specified in subd. 39. a. to d., of employment-related expenses claimed by
the claimant under section 21 of the Internal Revenue Code in the taxable year to
which that claim relates:

a. For taxable years beginning after December 31, 2007, and before January
1, 2009, up to $750 if the claimant has one qualified individual and up to $1,500 if
the claimant has more than one qualified individual.

b. For taxable years beginning after December 31, 2008, and before January
1, 2010, up to $1,500 if the claimant has one qualified individual and up to $3,000
if the claimant has more than one qualified individual.

c. For taxable years beginning after December 31, 2009, and before January
1, 2011, up to $2,250 if the claimant has one qualified individual and up to $4,500

if the claimant has more than one qualified individual.
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SECTION 1
1 d. For taxable years beginning after December 31, 2010, up to $3,000 if the

2 claimant has one qualified individual and up to $6,000 if the claimant has more than
3 one qualified individual.
4 e. A claimant who claims the subtraction under this subdivision is subject to
5 the spemal rules in 22&[53(35’21;?)?%52%?22;(;;% o po gfw%ar residint of _é,iz{; cbite
6 ho claims the subtraction under this subd1v1smn shall multiply A
7 the amount calculated under subd. 39. a., b., c., or d. by a fraction the numerator of
8 which is the individual’s wages, salary, tips, unearned income, and net earnings from
. 9 atrade or business that are taxable by this state and the denominator of which is the

10 individual’s total wages, salary, tips, unearned income, and net earnings from a trade

11 or business. In this subd. 39. {., for married persons filing separately “wages, salary,

12 tips, unearned income, and net earnings from a trade or business” means the

13 separate wages, salary, tips, unearned income, and net earnings from a trade or

14 business of each spouse, and for married persons filing jointly “wages, salary, tips,

15 unearned income, and net earnings from a trade or business” means the total wages,

16 salary, tips, unearned income, and net earnings from a trade or business of both

17 spouses.

18 (END)
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DOA.......Easton, BB0254 - Individual income tax deduction for those who
claim the federal household and dependent care tax credit

For 2007-09 BUDGET -- NoT READY FFOR INTRODUCTION

related to child and dependent care.

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Under current federal law there is an individual income tax credit for a portion
of qualifying child or dependent care expenses that are paid for the purpose of
enabling a taxpayer to be gainfully employed. An eligible claimant must maintain
a household for a “qualifying individual,” which is defined as a dependent under the
age of 13, a disabled spouse, or another disabled individual who is a dependent of the
taxpayer. The calculation of the amount that may be claimed under the federal credit
is based on the amount of allowable employment-related expenses incurred by the
claimant. The maximum allowable amount of employment-related expenses under
federal law is $3,000 if the claimant has one qualifying individual and $6,000 if the
claimant has more than one qualifying individual.

In calculating Wisconsin adjusted gross income (AGI), this bill authorizes an
individual who claims the federal credit to subtract from federal AGI a certain
portion of the allowable amount of employment-related expenses claimed by the
individual in calculating his or her federal tax credit. The amount that may be
subtracted is phased in over four years. For taxable year 2008, a claimant may
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subtract from federal AGI up to $750 for one qualified individual and up to $1,500
for more than one qualified individual. For taxable year 2009, the amounts that may
be subtracted are up to $1,500 and up to $3,000; for taxable year 2010, the amounts
that may be subtracted are up to $2,250 and up to $4,500; and for taxable years 2011
and thereafter, the amounts that may be subtracted are up to $3,000 and up to
$6,000. For nonresidents and part-year residents of this state, the amount of the
subtraction is then prorated based on the ratio of the claimant’s Wisconsin earned
income to total earned income.

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

45
SECTION 1. 71 05 (6) (b)/% of the statutes is created to read:

71.05 (6) (b) % Subject to subd. @éf e?agnd f., one of the following allowable
7

39 a. to d., of employment-related expenses claimed by
4]

amounts, specified in subd.
the claimant under section 21 of the Internal Revenue Code in the taxable year to
which that claim relates:

a. For taxable years beginning after December 31, 2007, and before January
1, 2009, up to $750 if the claimant has one qualified individual and up to $1,500 if
the claimant has more than one qualified individual.

b. For taxable years beginning after December 31, 2008, and before January
1, 2010, up to $1,500 if the claimant has one qualified individual and up to $3,000
if the claimant has more than one qualified individual.

c. For taxable years beginning after December 31, 2009, and before January
1, 2011, up to $2,250 if the claimant has one qualified individual and up to $4,500

if the claimant has more than one qualified individual.
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d. For taxable years beginning after December 31, 2010, up to $3,000 if the
claimant has one qualified individual and up to $6,000 if the claimant has more than
one qualified individual. |

e. A claimant who claims the subtraction under this subdivision is subject to
the special rules in 26 USC 21 (e) (2) and (4).

f. Anindividual who is a nonresident or part-year resident of this state and who
claims the subtraction under this subdivision shall multiply the amount calculated
under subd. gﬁ%ﬁé., b., ¢., or d. by a fraction the numerator of which is the individual’s
wages, salaryj}tips, unearned income, and net earnings from a trade or business that
are taxable by this state and the denominator of which is the individual’s total wages,
salary, tips, unearned income, and net earnings from a trade or business. In this
subd. ff.’f gfor married persons filing separately “wages, salary, tips, unearned
income, and net earnings from a trade or business” means the separate wages, salary,
tips, unearned income, and net earnings from a trade or business of each spouse, and
for married persons filing jointly “wages, salary, tips, unearned income, and net
earnings from a trade or business” means the total wages, salary, tips, unearned

income, and net earnings from a trade or business of both spouses.

(END)
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DOA.......Easton, BB0254 - Individual income tax deduction for those who

claim the federal household and dependent care tax credit

For 2007-09 BUDGET -- NoT READY FOR INTRODUCTION

AN Act ...; relating to: creating an individual income tax deduction for expenses

related to child and dependent care.

Analysis by the Legislative Reference Bureau
TAXATION

INCOME TAXATION

Under current federal law there is an individual income tax credit for a portion
of qualifying child or dependent care expenses that are paid for the purpose of
enabling a taxpayer to be gainfully employed. An eligible claimant must maintain
a household for a “qualifying individual,” which is defined as a dependent under the
age of 13, a disabled spouse, or another disabled individual who is a dependent of the
taxpayer. The calculation of the amount that may be claimed under the federal credit
is based on the amount of allowable employment-related expenses incurred by the
claimant. The maximum allowable amount of employment-related expenses under
federal law is $3,000 if the claimant has one qualifying individual and $6,000 if the
claimant has more than one qualifying individual.

In calculating Wisconsin adjusted gross income (AGI), this bill authorizes an
individual who claims the federal credit to subtract from federal AGI a certain
portion of the allowable amount of employment-related expenses claimed by the
individual in calculating his or her federal tax credit. The amount that may be
subtracted is phased in over four years. For taxable year 2008, a claimant may
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subtract from federal AGI up to $750 for one qualified individual and up to $1,500
for more than one qualified individual. For taxable year 2009, the amounts that may
be subtracted are up to $1,500 and up to $3,000; for taxable year 2010, the amounts
that may be subtracted are up to $2,250 and up to $4,500; and for taxable years 2011
and thereafter, the amounts that may be subtracted are up to $3,000 and up to
$6,000. For nonresidents and part-year residents of this state, the amount of the
subtraction is then prorated based on the ratio of the claimant’s Wisconsin earned
income to total earned income.

Because this bill relates to an exemption from state or local taxes, it may be
referred to the Joint Survey Committee on Tax Exemptions for a report to be printed
as an appendix to the bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.05 (6) (b) 43. of the statutes is created to read:

71.05 (6) (b) 43. Subject to subd. 43. e. and f., one of the following allowable
amounts, specified in subd. 43. a. to d., of employment-related expenses claimed by
the claimant under section 21 of the Internal Revenue Code in the taxable year to
which that claim relates:

a. For taxable years beginning after December 31, 2007, and before January
1, 2009, up to $750 if the claimant has one qualified individual and up to $1,500 if
the claimant has more than one qualified individual.

b. For taxable years beginning after December 31, 2008, and before January
1, 2010, up to $1,500 if the claimant has one qualified individual and up to $3,000
if the claimant has more than one qualified individual.

c. For taxable years beginning after December 31, 2009, and before January
1, 2011, up to $2,250 if the claimant has one qualified individual and up to $4,500

if the claimant has more than one qualified individual.
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SECTION 1

d. For taxable years beginning after December 31, 2010, up to $3,000 if the
claimant has one qualified individual and up to $6,000 if the claimant has more than
one qualified individual.

e. A claimant who claims the subtraction under this subdivision is subject to
the special rules in 26 USC 21 (e) (2) and (4).

f. Anindividual whois a nonresident or part-year resident of this state and who
claims the subtraction under this subdivision shall multiply the amount calculated
under subd. 43. a., b., c., or d. by a fraction the numerator of which is the individual’s
wages, salary, tips, unearned income, and net earnings from a trade or business that
are taxable by this state and the denominator of which is the individual’s total wages,
salary, tips, unearned income, and net earnings from a trade or business. In this
subd. 43. f., for married persons filing separately “wages, salary, tips, unearned
income, and net earnings from a trade or business” means the separate wages, salary,
tips, unearned income, and net earnings from a trade or business of each spouse, and
for married persons filing jointly “wages, salary, tips, unearned income, and net
earnings from a trade or business” means the total wages, salary, tips, unearned
income, and net earnings from a trade or business of both spouses.

(END)



